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A number of studies have established that income inequality in the United
Kingdom has gone up quite dramatically since the late 1970s (see Goodman and
Webb (1994) and Jenkins (1995)). There is also agreement on the proximate
causes of this rise: the growing dispersion of incomes from work (Gosling,
Machin and Meghir, 1994); the increase in benefit-dependent families; and the
growing polarisation between dual-earner and no-earner families (Gregg and
Wadsworth, 1994; Harkness, Machin and Waldfogel, 1994; Machin and
Waldfogel, 1994). This paper focuses on the last phenomenon. A major cause of
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the polarisation between ‘work-rich’ and ‘work-poor’ families is that an
increasing number of wives now work: for couples in Britain, aged 24–55, the
female employment rate rose from 56 per cent to 68 per cent between 1979 and
1991 (Harkness et al., 1994). At the same time, the tendency is for working
wives to be married to men who are also in employment: in 1992, 80 per cent of
part-time work in Britain was taken by married women and of these, 91 per cent
had employed husbands; 60 per cent of full-time employed women were married
and again a proportion similar to that for wives working part-time had employed
husbands (Balls and Gregg, 1993).
Against this background, this paper asks how much of the change in overall
income inequality that has occurred between families in the UK, over 1979–93,
has been contributed to by the earnings of wives. This is different from asking
how much wives’ earnings contributed to the level of inequality, since the
contribution of a particular source of income to changes in inequality may be
very different from its contribution to inequality levels. The contribution that
working wives make to inequality levels has been examined by Cancian,
Danziger and Gottschalk (1993) for the United States and, using their
decomposition method, by Machin and Waldfogel (1994) for Great Britain.
However, the major item of policy interest is not so much inequality levels but,
rather, inequality changes. The first feature of this paper is that it poses the
question of the effect of wives’ earnings on changes in income inequality rather
than, as in the studies cited above, on inequality levels.
The paper’s second feature is that it employs Shorrocks’s (1982)
methodology for decomposing income inequality into the contribution of
different factor incomes. The employment of this methodology (see Borooah and
McGregor (1990) for an application) means that results are not dependent on the
inequality measure employed; nor, in order to prevent the ‘interaction’ terms
between factor incomes from proliferating, is the analysis constrained by the
need to limit the number of factors considered.
2 The analytical framework for
examining the effect of factor incomes on inequality changes is set out in the
Appendix.
The third feature of this paper is that it is based on data for every year of the
period, 1979–93, and therefore offers a moving picture of inequality trends. By
contrast, the conclusions of Jenkins (1995),
3 based on an examination of
inequality trends in the UK over 1971–86, were constrained by the fact that they
were based on an analysis of data for only four of the years (1971, 1976, 1981
and 1986) in that 16-year period. Section II describes the data used in the
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analysis. The empirical results from this study, based on a year-on-year analysis
of levels, and then of changes in levels, over 1979–93, of income inequality
between families in the UK, are presented in Sections III and IV. Section V then
sets out the results from two hypothetical redistributions of income. Section VI
concludes the paper.
II. DEFINITIONS AND PRELIMINARY RESULTS FROM THE FES
The empirical analysis was based on the annual Family Expenditure Survey
(FES) micro-data tapes for the period 1979–93.
4 Attention was restricted to
‘benefit units’ consisting of a married or cohabiting couple,
5 where both partners
were below retirement age. Such benefit units are referred to hereafter as
‘couples’, and the terms ‘husband’ and ‘wife’ are used to denote, respectively,
the male and female partners in such couples. Until 1990, it was not possible to
identify cohabiting couples explicitly and so, prior to 1990, it was likely that an
(unknown) number of cohabiting couples were wrongly identified as two benefit
units.
6 To adjust for this potential discontinuity in the data, in each of the FESs
analysed, all the households containing two single-adult benefit units (the heads
of which were of opposite sexes and, furthermore, were not relatives) were
identified and such benefit units were reclassified as cohabiting couples. As
might be expected, there were far fewer such reclassifications after 1990 than
there were before 1990.
7
The disposable income of each couple was expressed as the sum of the
following factor incomes: (i) husband’s earnings;
8 (ii) wife’s earnings; (iii)
social security benefits; (iv) income from investments; (v) private pensions; and
(vi) other income.
9 From 1984, housing benefit was also added to income, as an
item of social security benefits, since, from that year, help to poor households
with rent and rates was no longer included in supplementary benefit but paid
separately through housing benefit.
10 The relevant taxes were deducted from
each type of factor income
11 to obtain ‘disposable’ factor income; the sum of
these ‘disposable’ factor incomes yielded the total disposable income of the
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couple in current prices.
12 The current price disposable income of each couple
(as well as the individual components of disposable income), in a particular year,
were then deflated by the value of the retail price index, for the month in which a
unit was sampled, to yield real (at constant 1987 prices) disposable incomes. In
the remainder of this paper, the sum of income components (iii) to (vi) above is
referred to as ‘unearned’ income.
A husband or wife in a couple was identified, in a particular year, as an
‘earner’ if he or she reported positive earnings; otherwise, he or she was
identified as a ‘non-earner’. Movements, over 1979–93, in the proportion of
‘two-earner’, ‘single-earner’ and ‘no-earner’ couples in the sample of all couples
are shown in Figure 1. This shows that, over 1979–93, the proportion of no-
earner couples increased from 3.3 per cent to 8.9 per cent (a rise of 5.6
percentage points) while, over the same period, the proportion of two-earner
couples increased from 62.8 per cent to 64.9 per cent (a rise of 2.1 percentage
points). Paralleling this rise was a fall in the proportion of one-earner couples
from 33.9 per cent in 1979 to 26.2 per cent in 1993. Thus the major change, over
1979–93, in employment patterns within couples has been the decline of the
FIGURE 1
Pattern of Earners among All Couples
Source: Authors’ calculations from the FES
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FIGURE 2
Percentage of Two-Earner Couples among All Couples and among Couples with an
Earning Husband
Source: Authors’ calculations from the FES
single-earner couple, and this decline is mirrored in the growing proportion of
couples without any earners and, to a lesser extent, of two-earner couples.
13 If
one focuses on couples in which the husband was earning, then, in 1979, the
wife was also an earner in over two-thirds of such couples; by 1993, over three-
quarters of couples with an earning husband also had an earning wife (Figure 2).
The relative contributions of earnings by husbands and wives to total family
(disposable) income are shown in Figure 3 for all couples and in Figure 4 for
two- earner couples. The ratio of wives’ to husbands’ earnings, as an average
across all couples, rose from 23 per cent in 1979 to 41 per cent in 1993; over the
same period, the contribution of wives’ earnings to total family disposable
income rose from 17 per cent in 1979 to 23 per cent in 1993, a stylised fact
earlier established by Harkness, Machin and Waldfogel (1994). Of course, in
many of the couples in the sample, the wife did not have any earnings. For
couples in which both husband and wife worked, the ratio of wives’ to husbands’
earnings rose from 37 per cent in 1979 to 53 per cent in 1993, and the average
contribution of wives, in such couples, to family income rose from 25 per cent in
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Contributions to the Disposable Income of All Couples
Source: Authors’ calculations from the FES
FIGURE 4
Contributions to the Disposable Income of Two-Earner Couples
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1979 to 32 per cent in 1993. Thus, by 1993, nearly a third of family income in
dual-earner couples, and nearly a quarter in all couples, was being earned by the
wife.
III. INEQUALITY DECOMPOSITION BY INCOME SOURCE:
INEQUALITY LEVELS
From the point of view of this study, the main issue is the impact that the
growing contribution of wives’ earnings to family income had on income
inequality between couples. Figure 5 shows the percentage contributions that the
earnings of husbands and wives made to income inequality
14 between all couples
over 1979–93. Broadly speaking, the contributions of husbands’ and wives’
earnings were fairly stable (around 70 and 28 per cent respectively) except for
the period 1981–85 when the contribution of husbands’ earnings rose to 75 per
cent. This rise was, in all probability, connected with the high unemployment of
that period which led to an increase in the number of couples in which the
husband had no earnings.
In order to abstract from the unemployment effect for husbands, and to
thereby focus solely on the effects on inequality of differences in the earnings of
working husbands, we considered only those couples in which the husband had
positive earnings. Narrowing of the range of couples being analysed had two
consequences. First, not surprisingly, the level of overall income inequality
between couples fell. Second, the contribution of husbands’ earnings to this
(lower) level of inequality also declined and the extent of this fall was about five
to seven percentage points (Figure 6). The slack was taken up, not by wives’
earnings, which continued to contribute around 28 per cent to overall inequality,
but by ‘unearned’ income.
The reason for this was that, in the composite income category ‘unearned’
income, investment income, as one of its component items, exacerbated
inequality between couples by making a positive contribution to overall
inequality while social security benefits, as another of its components,
ameliorated inequality by making a negative contribution. (That is to say, had
investment income and social security benefits been redistributed equally, then
total inequality would have fallen as a consequence of the first redistribution and
risen as a consequence of the second.) When all couples were being considered,
social security benefits were a sufficiently important item in family income for
their negative contribution to more than offset the positive contribution of
investment income. With the narrowing of focus to couples with an earning
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FIGURE 5
Contributions to the Income Inequality Levels between All Couples
Note: Contribution of unearned income may be negative due to the equalising effect of social security benefits.
Source: Authors’ calculations from the FES
husband, the importance of such benefits in family income was much reduced:
now, the positive contribution to inequality of investment income more than
outweighed the (small) negative contribution made by social security benefits. A
similar story unfolded when only two-earner couples were considered (Figure 7).
Overall income inequality between couples was reduced and the contribution of
husbands’ earnings to overall inequality also fell, though in the move from
couples with an earning husband to two-earner couples, the fall in this
contribution was much smaller (around one or two percentage points) than in the
earlier move from all couples to couples with an earning husband. As before, the
slack was largely taken up through the increased contribution made by unearned
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FIGURE 6
Contributions to Income Inequality Levels between All Couples
with an Earning Husband
Source: Authors’ calculations from the FES
FIGURE 7
Contributions to Income Inequality Levels between Two-Earner Couples








































IV. INEQUALITY DECOMPOSITION BY INCOME SOURCE:
INEQUALITY CHANGES
The preceding discussion concerned the contributions made by the different
income sources to the level of income inequality between couples. We now turn
to estimating the size of these contributions to changes in the level of inequality.
Column 1 of Table 1 shows the percentage annual changes in income inequality,
over 1979–93, as calculated over all couples;
15 columns 2, 3 and 4 show the
percentage point contribution made, respectively, by husbands’ earnings, wives’
earnings and unearned income;
16 for any given year, the sum of the numbers in
                                                                                                                                   
15 Such decreases in inequality that occurred over the period were relatively rare, with only four (1982, 1984,
1989 and 1991) of the 14 years showing inequality decreases over the previous year; they were also small
relative to the inequality increases that occurred over the period.
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columns 2, 3 and 4 of Table 1 equals the number in column 1. Thus, in Table 1,
inequality went up by 12.8 per cent between 1979 and 1980; of this, nearly 10.3
percentage points (80 per cent of the total increase) was contributed by
husbands’ earnings, 2.4 percentage points (19 per cent of the total increase)
came from wives’ earnings and the remainder came from unearned income.
Tables 2 and 3 perform identical calculations for couples with an earning
husband and for two-earner couples, respectively.
Tables 1, 2 and 3 each show that the largest contributions to percentage
changes in overall income inequality between couples were made by husbands’
earnings. The mean values, over 1979–93, of the contribution to overall
inequality changes by husbands’ (wives’) earnings were: 73 (27) per cent for all
couples; 67 (25) per cent for couples with an earning husband; and 64 (24) per
cent for dual-earner couples.
In any given year, the percentage change in inequality (shown in column 1 of
Tables 1, 2 and 3) is, as equation 9 of the Appendix shows, the weighted average
of the percentage 1change in the inequality contributions of the different incomeFiscal Studies
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sources (!Sk/Sk), the weights being the level of their percentage contributions
(Sk). Accordingly, the contribution that a particular income source makes to the
percentage change in inequality (columns 2 to 4 in Tables 1, 2 and 3) could be
high (low) because its percentage contribution to the level of inequality is high
(low) and/or because the percentage change in its contribution is high (low).
The percentage contributions to the level of inequality have been shown in
Figures 5, 6 and 7. Figures 8, 9 and 10 show, for 1979–93, the percentage change
in the contribution to overall income inequality between couples made by
husbands’ and wives’ earnings for, respectively, all couples, couples with an
earning husband and two-earner couples. These show that, up to 1986, the
largest fluctuations were associated with husbands’ earnings, but between 1986
and 1993, the largest fluctuations were associated with wives’ earnings. Between
1979 and 1985, husbands’ earnings therefore made a substantial contribution to
inequality changes (column 2, Tables 1, 2 and 3) both because the percentage
contribution by such earnings to the level of inequality was high and because the
percentage change in this contribution was large. Between 1986 and 1993,Working Wives and Changes in Income Inequality
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FIGURE 8
Percentage Change in Contributions to Income Inequality: All Couples
Source: Authors’ calculations from the FES
Source: Authors’ calculations from the FES
FIGURE 9
Percentage Change in Contributions to Income Inequality:
Couples with an Earning Husband








































Percentage Change in Contributions to Income Inequality:
Two-Earner Couples
Source: Authors’ calculations from the FES
however, the contribution to inequality change by husbands’ earnings was still
large but now the percentage contribution to the level of inequality was to an
extent offset by the percentage change in the contribution. Precisely the opposite
observations apply to the contribution to changes in inequality made, over these
sub-periods, by wives’ earnings.
V. TWO HYPOTHETICAL REDISTRIBUTIONS OF INCOME
Table 4 shows the consequences of two hypothetical redistributions of income
for, respectively, husbands’ and wives’ earnings. In the first of these, we asked
what would happen to overall inequality if husbands’ earnings were the only
source of inequality, the distribution of income from other sources (wives’
earnings and unearned income) being made equal. Then we asked an identical
question with respect to wives’ earnings. The numbers in the columns headed C
A
show the level of inequality that would prevail under these scenarios with the
calculations made across all couples.
17 The second hypothetical redistribution
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was one where we asked by how much total inequality would fall if inequality in
husbands’ earnings were eliminated, the distribution from other sources
remaining unchanged. Again, we asked an identical question with respect to
wives’ earnings. The numbers in the columns headed C
B in Table 4 show by how
much total inequality would fall from its actual level
18 when the calculations
were made across all couples.
The values of C
A and C
B were both large for the distribution of husbands’
earnings and relatively small for the distribution of wives’ earnings. In 1993, for
example, if inequality from all income sources, other than husbands’ earnings,
were eliminated, then the level of inequality, measured across all couples, at
0.1919, would still be 74 per cent of its actual value of 0.2606; conversely, if
inequality from husbands’ earnings were eliminated, no other distribution being
changed, inequality would fall, from its original value of 0.2606, by 0.1662 (i.e.
a fall of 64 per cent). If, on the other hand, in 1993, inequality from all sources,
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other than wives’ earnings, were eliminated, then the level of inequality would
fall to 0.0745 (i.e. 28 per cent of the actual value of 0.2606); however, if
inequality from wives’ earnings were eliminated, the distribution from other
sources being unaffected, then inequality would fall, from its actual value of
0.2606, by 0.0839 (i.e. a fall of 32 per cent).
VI. CONCLUSIONS
This paper examined the effects of husbands’ and wives’ earnings on both the
level, and changes in the level, of inequality in the distribution of real disposable
income between couples. In terms of levels, the distributions of husbands’ and
wives’ earnings, considered over all couples, in 1993 contributed 69 and 31 per
cent, respectively, to overall income inequality between couples. The analysis of
inequality levels also considered two counterfactuals. First, what would the level
of inequality be if the distribution of husbands’ earnings were the only source of
inequality, and what would it be if the distribution of wives’ earnings were,
similarly, the only source of inequality? Answer: 74 and 28 per cent,
respectively, of the actual level of inequality. The second counterfactual asked
by how much inequality would fall if, ceteris paribus, inequality in husbands’
earnings were eliminated, and if inequality in wives’ earnings were eliminated.
Answer: 64 and 32
19 per cent, respectively.
In terms of the contribution that husbands’ and wives’ earnings made to
changes in the level of inequality between couples, our conclusion was that the
more substantial contribution was made by the former and a relatively minor
contribution was made by the latter. For all couples, this contribution amounted,
on average, to 73 per cent of annual inequality changes over 1979–93, with 27
per cent of changes in overall income inequality between all couples being
contributed by wives’ earnings. Between 1979 and 1985, the large contribution
that husbands’ earnings made to income inequality changes between couples was
due to the fact that the largest percentage contributions to the level of inequality,
and the largest percentage changes in these contributions, were both associated
with such earnings. Between 1986 and 1993, however, the largest percentage
changes in contributions to inequality were associated with wives’ earnings;
nevertheless, even over 1986–93, husbands’ earnings continued to make the
largest contribution to changes in the level of overall income inequality between
couples because of the large contribution that these earnings continued to make
to the level of this inequality.
                                                                                                                                   
19 This last result can be compared with that of other studies. Both Cancian, Danziger and Gottschalk (1993)
and Machin and Waldfogel (1994) measured the impact of wives’ earnings on family income inequality by
comparing the actual distribution of family income with what it would have been had wives’ earnings been set
to zero. For the US, Cancian et al. found that, over 1968–88, wives’ earnings reduced inequality (as measured
by the square of the coefficient of variation) by about 20 per cent. For Britain, Machin and Waldfogel
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In terms of the broader picture, the basic question posed by this paper was
`when income sources were decomposed into husbands’ earnings and wives’
earnings (and unearned income), what income source was most responsible for
the rise in inequality in the UK, over the past 14 years?’. The answer, in terms of
inequality between couples, was that it was husbands’ earnings that were the
most culpable.
APPENDIX: INEQUALITY DECOMPOSITION BY INCOME SOURCE
Let  yi be the total disposable income of family i ( i = 1,..., N), of which yik
emanates from source k (k = 1,...,K), so that
(1)
If  I(.) is an inequality index, then total inequality can be decomposed by
source of income if
(2)
where y = (yi) is the 1✕ N vector of total family income and Sk is the contribution,
to total inequality, by income from source k.
Shorrocks (1982) showed that, under reasonable restrictions upon equation 2,
the proportional contribution, sk = Sk / I(y) (k = 1,...,K), of income from source k
to total inequality would be uniquely defined as
(3)
where y
k = (yik) is the 1✕ N vector of income from source k, cov(y
k,y) is the
covariance between y
k and y, and "
2 is the variance of y.
When the inequality index employed is the coefficient of variation,
20 the
contributions to inequality have a particularly appealing interpretation, since
(4)
                                                                                                                                   
20 I = "
2/#
2 and Ik = "k
2/#k
2  where # and #k are the mean values of the components of the vectors y and y
k,
respectively, "k
2 is the variance of y










































where e is a vector of ones, Ck
A is the inequality that would be observed if
income source k were the only generator of inequality, and is obtained by
replacing income from other sources by their mean values, and Ck
B is the amount
by which inequality would fall if inequality from source k were eliminated, and
is obtained by replacing income from source k by its mean value and then
subtracting, from measured inequality, the inequality from this hypothetical
distribution. The contribution of income from source k to total inequality is then
(7)
where ’k is the correlation between y
k and y, and (k = #k/#.
Hence, from equations 2 and 7,
(8)
so that
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